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§1738.210

may reject any application in which
the financial projections are not sup-
ported by the market survey. If the de-
mographics of the proposed service
area have significantly changed since
the survey was completed, the Agency
may require an updated market survey.

(d) The Administrator may modify
the requirements of this section for
loans in service areas that are under-
served when it is in the best interests
of the Agency.

§1738.210 Competitive analysis.

The applicant must submit a com-
petitive market analysis for each serv-
ice area regardless of projected pene-
tration rates. Each analysis must iden-
tify all existing service providers and
all resellers in each service area re-
gardless of the provider’s market
share, for each type of service the ap-
plicant proposes to provide. This anal-
ysis must include each competitor’s
rate packages for all services offered,
the area that is being covered, and to
the extent possible, the quality of serv-
ice being provided.

§1738.211 Financial information.

(a) The applicant must submit finan-
cial information acceptable to the
Agency that demonstrates that the ap-
plicant has the financial capacity to
fulfill the loan requirements and to
successfully complete the proposed
project.

(1) If the applicant is an existing
company, it must provide complete
copies of audited financial statements
(opinion letter, balance sheet, income
statement, statement of changes in fi-
nancial position, and notes to the fi-
nancial statement) for the three fiscal
years preceding the application sub-
mission. If audited statements are not
available, the applicant must submit
unaudited financial statements and tax
returns for those fiscal years. Applica-
tions from start-up entities must, at a
minimum, provide an opening balance
sheet dated within 30 days of the appli-
cation submission date.

(2) If the applicant is a subsidiary op-
eration, it must also provide complete
copies of audited financial statements
for the parent operation for the fiscal
year preceding the application submis-
sion. If audited statements are not
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available, unaudited financial state-
ments and tax returns for the previous
year must be submitted.

(3) If the applicant relies on services
provided by an affiliated operation, it
must also provide complete copies of
audited financial statements for any
affiliate for the fiscal year preceding
the application submission. If audited
statements are not available,
unaudited statements and tax returns
for the previous year must be sub-
mitted.

(4) Applicants must provide a list of
all its outstanding obligations. Copies
of existing notes and loan and security
agreements must be included in the ap-
plication.

(5) Applicants must provide a de-
tailed description of working capital
requirements and the source of these
funds.

(b) Applicants must submit the fol-
lowing documents that demonstrate
the proposed project’s financial viabil-
ity and ability to repay the requested
loan.

(1) Customer projections for the five-
year forecast period that substantiate
the projected revenues for each service
that is to be provided. The projections
must be provided on at least an annual
basis and must be developed separately
for each service area. These projections
must be clearly supported by the infor-
mation contained in the market sur-
vey, unless no market survey is re-
quired (see §1738.209(b)).

(2) Annual financial projections in
the form of balance sheets, income
statements, and cash flow statements
for the five-year forecast period. Prior
to the submission of an application, an
applicant may request that alternative
information related to financial viabil-
ity be considered when the applicant
can for good cause demonstrate why a
full five-year forecast cannot be pro-
vided. If this request is approved by the
Agency, then the applicant can submit
the application using the alternative
information that was approved.

(1) These projections must use a sys-
tem of accounts acceptable to the
Agency and be supported by a detailed
narrative that fully explains the meth-
odology and assumptions used to de-
velop the projections.
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